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Abstract:

This study aims to know the optimal size of government spending,
because of its great importance in the framework of maintaining economic
stability and achieving growth, especially in the recent times with the
collapse of fuel prices and the spread of the Corona virus and its impact on
the national economy. PEST, using the ATLAS.ti 8 program. The study
found the most important results, the most important of which is the decline
in the efficiency of public spending in Egypt during the study period despite
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the increase in the volume of public spending, which shows that not every
increase in spending leads to an improvement in spending efficiency. The
optimal size of government spending ranged between 30.47% to 32.69% of
GDP. Therefore, increasing the volume of spending is necessary, but it is
not sufficient to ensure improvement in efficiency levels in spending, and
the extent of its impact on unemployment and inflation and the nature of the
relationship between them. The study also concluded that there is a
relationship in the short term and a long-term equilibrium relationship
between public spending, unemployment and inflation, but it is temporary,
and the public spending policy has a weak and adverse effect on the
unemployment and inflation rate, that is, the more public spending leads to a
weak percentage decline. And to its impact on the decline in GDP growth
between 3-5%. It lasted up to 10%, and as the crisis dragged on, each
additional month cost an average of 2-2.5% of GDP. The Egyptian
government must rationalize expenditures and build an economic base
through economic diversification to move from rentier spending to
sustainable spending. Hence, the study recommends that the increase in
government spending be accompanied by many measures aimed at
improving the efficiency of public spending, the most important of which
are: combating corruption, and working to change the patterns of public
spending allocation.
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COVID 19 virus - Public expenditure - Unemployment - Inflation.
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